DEPARTMENT OF THE NAVY
HEADQUARTERS UNITED STATES MARINE CORPS
WASHINGTON, DC 20380-0001

MCO 4105. 2
LMA- 4- dt
4 Nov 1987
MARI NE CORPS ORDER 4105.2 WCH 1
From Conmandant of the Marine Corps
To: Di stribution List
Subj : Marine Corps Warranty Program
Ref : (a) Public Law 98-525, Defense Procurenment Reform Act

of 1985 (NOTAL)
(b) Defense Federal Acquisition Regulation Suppl enent
(DFARS) 46.7 (NOTAL)
(c) Navy Acquisition Regul ation Suppl erent ( NARSUP)
46.7 (NOTAL)

(d) DoD- Hdbk-276-1

(e) ML-STD 881A

(f) MCO 4855. 10A

(g) MCO P4000. 21A

(h) ML-STD 130

(i) ML-STD 129

(j) NavConpt Manual, volurme 4, 043108
Encl : (1) Definitions

(2) Standard Warranty Procedures
(3) Expected Failure Concept
(4) Warranty C aim Data Report Fornat

Report Required: Warranty CaimData (Report Synmbol MC-4105-01),
par. 5b(9), and encl (4)

1. Purpose. To promulgate policy described in references (a)
through (c) and assign responsibilities for the managenent and
execution of the Marine Corps Warranty Program

2. Background. Reference (a) added Section 2403 to Title 10 of
the United States Code and requires the Departnent of Defense
(DoD) to obtain warranties in contracts for weapon systens

awar ded after 1 January 1985. Specifically, the section
requires that weapon systens with a unit cost of nore than

$100, 000 or a projected total procurenent cost of nore than

$10, 000, 000 possess a warranty in which the contractor warrants:

a. That the weapon system conforns to the design and manu-
facturing requirements specifically cited in the contract.

b. That the weapon systemis free fromdefects in materi al
and wor kmanshi p.
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c. That the weapon system neets or exceeds the essenti al
performance characteristics specifically delineated in the
contract.

This section describes various renedies for the contracting officer
shoul d the warranty be invoked. These include: requiring the
contractor to pronptly take action to correct the deficiency at

no additional cost to the Governnment or requiring the contractor

to pay costs incurred by the Governnent to correct the problem

The law requires contracting officers to tailor warranties to fit
the particular acquisition and describes criteria for waiving
warranty requirenments on systens acquisitions. These areas are

di scussed in greater detail in the follow ng sections.

3. bjectives. The objectives of the Marine Corps Warranty Pro-
gram are to ensure that the weapon systens acquired perform as
requi red, conformto the design and manufacturing requirenments
specified, are free fromdefects in materials and worknanshi p, and
finally, to ensure that the new weapon sytens/equi pnent con-
tribute to increased readiness throughout the Marine Corps.

4. Policy. The stated objectives can best be acconplished

t hrough the judicious devel opnent, acquisition, and inplenmenta-
tion of perfornmance assurance warranties for new weapon systens
and sel ected equi pnent. The followi ng policy is applicable for
all acquisitions in which the Marine Corps is the contracting
aut hority:

a. A warranty shall not be used as a substitute for proper
| ogi stics planning and acquisition of the elements of integrated
| ogi stics support for the systemor as a neans of acquiring interim
contractor support. Warranty considerations shall becone part of
the acquisition planning process and acqui sition docunentation

b. Per references (b) and (c) the Marine Corps shall acquire
only those warranti es denmonstrated to be cost-effective. A
docunent ed cost benefit anal ysis shall be used to determ ne the
cost effectiveness of a proposed warranty. Prior to performnng
the analysis, the Government shall require the contractor to
identify all contractor costs associated with the warranty or to
separately price the proposed warranty. The analysis shall becone
part of the contract file and program docunentation

(1) The cost benefit analysis shall be a conparison of
the life cycle costs without a warranty and the life cycle costs
with a warranty. The warranty cost benefit (WCB) shall be defined
as the result obtained when subtracting the life cycle costs with

a warranty fromthe life cycle costs without a warranty. |[If the
WCB is equal to zero or is positive it may be assuned that the
warranty is cost-effective. |If the WCB is negative, then the

warranty may be assunmed not to be cost-effective and a waiver
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shoul d be requested using the procedures described in paragraph
4c, following. As a minimum the follow ng cost factors shall be
included in the life cycle cost conmputation for the anal ysis:

(a) Estimated cost to the Governnment (price) of the
warranty.

(b) Estimated cost for correction or replacenent by
t he Marine Corps.

(c) Estimated cost for correction or replacenent by
anot her sour ce.

(d) Indirect costs incurred by the Marine Corps to
maintain the warranty in effect. Exanples of indirect costs
include, but are not limted to; costs of warranty defaults,
reduced opportunities for breakout, and reduced opportunities
for conpetition.

(e) Al administrative costs associated with track-
ing and processing warranty clainms, maintaining warranty rel ated
records, and reporting of warranty related information. (Note:
reference (d) can be used to performthe analysis in the detai
necessary.)

c. When determ ned to be cost-effective, the Marine Corps
shal |l acquire warranties on weapon systens/equi prent that neet
the following criteria, unless a waiver of the warranty require-
ment has been approved by the Assistant Secretary of the Navy
(‘Shi pbui | di ng and Logistics) (ASN(S&L)). A warranty is required
if the system or equi pnent:

(1) I's a weapon system as defined in enclosure (1),
with a unit cost exceeding $100,000 or with a projected total
procurenment cost exceeding $10, 000, 000.

(2) I's an item subordinate to the weapon system | eve
and:

(a) Falls within the cost criteria described in
paragraph 4c(1). These itenms would include nmajor conponents of
the systemor other equipnment integrated to forma system Spare
parts will not be subject to warranties under this Order.

(b) Cccurs no lower than level 3 of the work break-
down structure of the system (Refer to reference (e)).

(c) I's not reparable at a level |lower than fourth
echel on.
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d. Wen the Principal Devel opnent Activity (PDA) or contract-

ing authority is other than theMarine Corps, the Marine Corps
shal |l provide its warranty requirenents to the PDA or contracting
authority for inclusion in the-contract. |In the event the other
service PDA or contracting authority has devel oped warranty provi -
sions for the proposed contract the Marine Corps shall acquire that
warranty as long as it does not violate the policy described
herein. The policy described herein is not applicable to weapon
syst ens/ equi pnment procured and supported totally through Navy
appropriations (i.e., aviation-weapon systens and equi pnent) but
may be used for guidance in structuring warranty provisions for
t hose systens/ equi pnent.

e. The Marine Corps shall tailor warranties, consistent
with the requirements of this Oder, to nmeet the unique circum
stances of each acquisition. Wirranties acquired by the Marine
Corps shall generally provide for two types of coverage; these
are, systenic defect and individual itemfailure coverage.

(1) System c defect coverage provides coverage for the
entire weapon system This |level of coverage is appropriate when
describing essential performance characteristics for the system
I ndi cators of systenmic deficiencies are frequent Quality Deficiency
Reports (QDR) on particular parts of the systemor the system
itself that establish a trend of failures indicating a possible
design deficiency as well as the inability of the systemto neet
the contractually specified essential performance characteristics.
When systenic defects exist, the warranty remedy should call for
total asset renedies which could take the formof recalls, repairs,
contract price reductions, or combinations of these.

(2) Individual itemcoverage refers to the coverage
extended to those conponents reparable at the 4th echel on or higher
and those warranted parts occurring at/or above |evel 3 of the work
breakdown structure. |Itens selected for individual itemwarranties
should normal Iy be high dollar conponents.

f. Warranties shall be acquired for equipnrent that does not
nmeet the definition of a weapon systemonly when they are denon-
strated to be cost-effective.

g. Commercial warranties are often avail abl e when procuring
nondevel opmental itens. |n cases where a conmercial warranty is
available it will normally be acquired instead of negotiating a
separate warranty agreenment. These warranties nmay be acquired if
one of the following is true:

(1) They are cost-effective and can be executed with
exi sting supply and mai ntenance procedures to include adninistra-
tive procedures for tracking and executing the warranty.
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(2) The warranty cost cannot be severed fromthe item
price to effect a price reduction for the item

* h. The Marine Corps shall seek a waiver fromthe ASN(S&L)
when the results of the cost/benefit analysis indicate the
acquisition of a warranty woul d not be cost-effective; when relief
is desired fromone of the three areas requiring warranty coverage
as described in paragraph 4j, following, or when it is in the
interest of the national defense not to have a warranty on a
particul ar system These waivers shall be initiated by the
Program Manager (PM and processed, via the Conmandi ng Genera
(CQ, Marine Corps Research, Devel opnent, and Acqui sition Conmmand
(MCRDAC), and forwarded for approval to the ASN(S&L)

i. Acquired warranties shall be conpatible with existing
Marine Corps supply and mai ntenance procedures so that support
for the item while under warranty, will not differ fromthe
foll owon support provided after the warranty expires. Using
unit participation in the inplenentation, execution, and
adm ni stration of warranties shall be kept to a mninmum this
i ncludes mnimzing the inposition of additional supply and
mai nt enance admini strative procedures for tracking and
adm ni stering warranties for equipnent in using units (i.e., first,
second, and third echel on mai ntenance capable units). The
foll owi ng shall be considered when devel opi ng warranty terns:

(1) The requirements for storage or service of warranted
items, while under warranty, shall not differ fromtheir post
warranty requirements.

(2) Supply support procedures for warranted itenms shal
operate within the existing Marine Corps supply system

(3) Existing Marine Corps maintenance management proce-
dures shall be used to docunent maintenance on warranted itens.
Warranty clainms shall be submitted by the warranty coordinators
per enclosure (2) and the provisions of reference (f).

j. The Marine Corps shall require the contractor to warrant
that the weapon system provi ded under the contract conforms to the
desi gn and manufacturing requirenents specified in the contract;

t he weapon system provi ded under the contract is free from al
defects in materials and worknanshi p; and the weapon system if
manuf actured in mature production, conforns to the essential
performance characteristics specified in the contract. References

(a), (b), and (c) apply.

k. Contracts with a warranty shall contain terns that per-
mt the contracting officer to require the contractor to take
what ever corrective action is necessary at no cost to the Govern-
ment to correct the deficiency, to equitably reduce the contract

Ch 1 (12 Apr 1988)
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price, or to require the contractor to pay costs reasonably
incurred by the Government to correct the deficiency. Corrective
action shall be conpleted within tinme linmts specified in the
contract. Contract terns shall allow the Marine Corps to repair
a warranted item

I. The Marine Corps shall not require a contractor to warrant
gover nnent - f ur ni shed equi pnent ( GFE)

m The Marine Corps shall not seek warranties in cost reim
bursement contracts.

n. The Marine Corps shall seek warranties on technical data
as defined in reference (g) when it is cost-effective to do so.
Warranties for technical data should be subjected to the same
criteria and cost effectiveness requirenents as their hardware
counterparts. Warranted technical data shall be marked to indicate
the warranty coverage and expiration date.

0. The Marine Corps shall use the expected failure concept
detailed in enclosure (3) when devel oping the itemwarranty.

p. The duration of the warranty should be of sufficient
time to ensure that those itens placed in storage will have
warranty protection upon placenent in service. |n sone cases,
when extended storage (storage duration to exceed 1 year) is
pl anned for new equi prment (i.e., Selected Marine Corps Reserve
(SMCR) units) the Marine Corps nay seek provisions in the con-
tract that provide for extended warranty coverage for equipnent
pl aced in extended storage.

(1) The warranty duration shall be expressed in two terns,
the first being sone neasure of operational use such as miles,
hours of operation, rounds fired, etc. which is sufficient in
guantity to ensure the quality of the system equipnent. The
second termshall be a period of tinme extending fromthe date of
acceptance for a period of days, nonths, or years into the future
during which the Governnent may seek renmedies as defined in the
contract to deficiencies in the system For exanple, a new truck
is being fielded with several vehicles in the first production
| ot destined for delivery to the Maritine Prepositioned Ship
(MPS) Programfor at |least | year of storage. Average yearly
nmleage for the truck is 12,000 niles and at |least 1 year of
warranty protection is desired for all operational vehicles. The
warranty duration mght read, "12,000 nmiles or 24 nonths whichever
cones first." This would pernit storage of sone vehicles for up
to 1 year and still allow for warranty coverage when put into
operation. Those vehicles inmmediately put into operation would
have up to 24 nmonths of warranty protection as long as their
m | eage renmai ned under the 12,000-nile lint.
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(2) The warranties on individual itenms within a warranted
system shall not have durations beyond that of the systemwarranty.
In addition, if a warranted itemis replaced prior to the expira-
tion of the systemwarranty, the renaining duration on the
i ndividual itemwarranty shall not exceed the duration renaining
on the systemwarranty. For exanple, a truck with a 24-nonth
warranty on the entire vehicle also has individual item coverage
for the engine for a period of 24 nmonths. The engine fails and is
replaced 18 nonths into its life. The new engine only has 6 nonths
of warranty coverage renmaining.

g. Itens covered under a warranty shall be marked with the
following information at a mininmum "WARRANTY | TEM " production
contract number, production |ot nunmber, and expiration date/usage
factor for the warranty for that production lot. For further
information on the marking of warranted itenms, refer to references
(h) and (i)

r. The Marine Corps shall tailor warranties to neet the unique
circunmst ances of each acquisition

(1) During the tailoring process the Marine Corps shal
seek to linmt systenic coverage to between three and seven essen-
tial performance characteristics; one of which shall be a system
level reliability value acconpani ed by clear definitions of system
failures.

(2) Individual itemwarranty coverage for parts of the
system shall be limted to those items reparable at fourth or
fifth echel on mai ntenance or appear no |lower than level 3 of the
wor k breakdown structure.

(3) During the tailoring process the Marine Corps shal
use the expected failure concept described in enclosure (3) as
the principal means of structuring the warranty. In sone
commercial warranties tailoring my not be possible. In these
cases a failure free warranty nay be nore appropriate.

s. The Marine Corps shall collect information on the use of
warranties for analysis and reporting. This information shal
include identification of the contract, the contractor, a sumary
of claimactivity for the reporting period, and the cunul ative

claimactivity for the contract. Caimactivity shall include
clains submtted, honored, disputed, denied, and the val ue of
each category. Denied clains shall include the reason for denial

and failure cause, if known.

t. The Marine Corps shall ensure that one or nore of the
following remedies are available to the Governnent when a warranty
is breached for a weapon system or equi pnment. These renedies shal
be clearly described in the provisions of the contract.
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(1) In cases where a production contract is still in

pl ace, the Marine Corps shall seek to equitably reduce the con-
tract price in an anpbunt eaual to the cost of parts, transporta-
tion costs, handling costs, and |abor costs if any are invol ved.
For ease of administration, the reductions should be acconplished
in block nmodifications to the contract on a quarterly or sem -
annual basis as specified in the contract.

(2) If a production contract is not in place, the Marine
Corps shall seek replacement of the faulty parts or conponents
covered by the warranty. |f labor costs are involved, the con-
tracting officer shall seek additional spares in type to the-
ones that failed and in an anmpunt equal to the value of the |abor
costs incurred in lieu of receiving nonetary rei nbursenent for
the items. Transportation and handling costs for replacing
warranted items shall be borne by the contractor

(3) Monetary reinbursements for parts, |abor, and other
costs shall be considered to represent a reduction in the con-
tract price or an overpaynment to the contractor. As such, the
proceeds shall be collected and accounted for using procedures
described in reference (j). These proceeds shall revert to the
appropriation or appropriations concerned when the issue of
rei mbursement is covered by an agreenent between the contracting
parties. Mnetary reinbursenents shall be addressed in the
warranty provisions of the contract.

(4) When the systemfails to nmeet its essential perform
ance characteristics as evidenced by a trend anal ysis of QDRs,
by the systens failure to performas required, or when the nunber
of system failures exceeds the threshold established for the
system the Marine Corps/ CGovernnent agent shall seek redesign of
t he conponent, subsystens, or system (as necessary) to ensure the
system conforns to the essential performance characteristics
described in the contract. Additionally, the contractor shall be
required to bear the costs of nodifying existing inventory (end
items and spare parts) to correct the deficiency. Such redesign
testing, nodification, and related costs shall be borne by the
contractor. Provisions for warranty coverage of redesigned
conponents, subsystens, or system should be described in the
contract.

(5) Warranty renedies shall not be any | ess responsive
t han normal Marine Corps supply and nai ntenance turnaround tines.
Responsi veness in terns of tinme between the warranty claimnotifi-
cation and resolution shall be addressed in the warranty provisions
of the contract.

u. Warranty procedures shall allow for the Marine Corps to
effect its own repairs w thout voiding the remaining warranty.

8



MCO 4105. 2
4 Nov 1987

The cost of Marine Corps repair of a defect which is covered by
the warranty shall be at the contractor’s expense

v. Warranty procedures identified in enclosure (2) shall be
tailored to the designated equi pnent and included in an advance
| ogi stics order (ALO).

5. Responsibilities

a. The CMC is responsible for the follow ng:
(1) The CMC (L) shall

* (a) Issue policy for the technical and statutory
requirements of warranties for Marine Corps acquired items (L)

* (b) Issue policy regarding data collection and
reporting used to identify warranties, determ ne conpliance, and
ensure that acquired warranties are conpatible wth standard
Marine Corps supply and mai ntenance procedures (L).

* b. The CG MCRDAC shall:

* (1) Assist PMs in the preparation and tailoring of warranty
provisions for systems and equi pnent (PSI-L).

* (2) Review and forward for approval to the ASN(S&L) al
requests for waivers to the warranty requirenents identified in
reference (b) and maintain copies of all requests as part of the
program docunent ati on

* (3) Review trend anal yses of QDRs submitted by Marine
Corps Logistics Base (MCLB), Albany, to deternmine if essential
performance characteristicS are being met or a design deficiency
exists (PSI-Q.

* (4) Develop policy for the technical and statutory
requirements of warranties, data collection, and conpliance
determination for the warranty program (PSI-L).

* (5) The PM shall

(a) ldentify within an ALO the follow ng information:
the essential performance characteristics included in the warranty,
the national stock nunmber (NSN) of individual warranted items, the
duration of the warranties, and a description of the warranties at
the systemor individual itemlevel. Ildentify any procedures that
deviate fromexisting ones in inplenenting, executing, reporting,
or adm nistering the warranty.

Ch 1 (12 Apr 1988)
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(b) Provide warranty execution training as an integra
part of the fielding/new equiprment training process for the item
with enphasis on procedural differences that nay be required due
to geographic, organizational, or mssion differences of the using
units.

(c) Ensure that a cost-benefit analysis is perforned
to determne the cost effectiveness of a proposed warranty.

(d) Document and retain in the Master Acquisition
Plan (MAP) and contract file (see reference (c)), the cost benefit
anal yses performed in the decision process to acquire or not
acquire a warranty for the acquisition

(e) Request waivers for warranties on weapon systens/
equi pment when the proposed warranty is not cost-effective or in
the best interest of the Government. Copies of those requests
shal | be maintained as part of the progranis docunentation. Such
wai vers shall include the following information as a m ni num

1 A description of the systemand its state of
as well as the nunber of units delivered and anticipated to be
delivered during the life of the program

2 The specific warranty or warranties for which
the waiver is requested, the duration of the waiver (if it extends
beyond the contract under consideration), and the rationale for
the waiver. Include in the rationale a statenent describing the
cost effectiveness of the warranty. This statenment shall reference
the anal ysis perforned and docurmented to substantiate it.

3 A sunmmary of the assunptions, cost factors,
benefits, and conclusions contained in the cost benefit analysis.
I dentify who perfornmed the anal ysis.

4 A description of the techniques to be enpl oyed
to assure acceptable field performance of the weapon system

(f) Ensure that procurenent work orders (PWD) contain
sufficient information on the equi pnent and the warranty desired
to devel op a warranty clause, a copy of the proposed warranty
provision, or a copy of the approved waiver of the warranty
requirenent.

* (g) Provide the CG MCRDAC with recommended essenti al
performance characteristics.

* (6) Approve the essential performance characteristics to
be warranted by the contractor

Ch 1 (12 Apr 1988)
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c. The CG MCLB Al bany shal |

(1) Establish a warranty infornation data base for the
collection and tracking of warranty clai mand usage data to
provide the information required for warranty assessnents and
reporting.

(2) Act as the Marine Corps warranty adm nistrator
bet ween the Marine Corps and contractor or administrative con-
tracting officer (ACO/principal contracting officer when a
weapon system and/ or conponents are to be supported by comrerci al
or negotiated warranties.

(3) Ensure that the procedures in enclosure (2) are used
to notify contracting officers of warranty cl ai ns.

* (4) Review draft ALGCs to ensure the adequacy of warranty
i nformation. Provide coments and recomrendations to the CG
MCRDAC (PSI-L) to correct any deficiencies identified.

(5) Receive, fromcontractors, nonetary reinbursenments
and parts resulting fromwarranty cl ai ns.

* (6) Conduct trend anal yses of QDRs subnitted per reference
(f) to determine if warranted essential performance characteristic
of the weapon system and/or conponents are being net. Advise the
CG MCRDAC (PSI -G and the PM of those instances where the trend
anal yses indicate the specified essential performance characteris-
tics are not being met.

* (7) Forward the results of the trend anal yses of QDRs to
the CG MCRDAC (PSI-GQ along with a determ nation of whether or not
the failures are the result of design or manufacturing defects.

(8) As the warranty adm nistrator collects the information
required in paragraph 4s, preceding.

* (9) Submit a consolidated report of warranty claimand
usage data in the format described in enclosure (4) to the CMC
(L) and the CG MCRDAC (PSI-L) 15 days after the end of the 2d
quarter (for the period 1 January through 30 June) and the 4th
quarter (for the period 1 July through 31 Decenber). This report
has been assi gned Report Control synbol MC-4105-01.

(10) Program or budget funds to adninister the warranty
program and for repair/replacenment of the support itens determ ned
after negotiations with the contractor to be excluded from coverage
by the warranty.

Ch 1 (12 Apr 1988)
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* d. The CGs of the Fleet Marine Forces (FMFs), 4th Marine
Division (MarDiv), 4th Marine Aircraft Wng (MAW, and Marine
Cor ps Bases (MCBs) shall:

(1) Ensure procedures are established down to the using
unit inplenmenting the warranty claimprocedures identified in
enclosure (2) of this Order.

(2) Designate a point of contact for an installation of
predet er mi ned command/ geogr aphi cal area. The nunber of personnel/
units contacting the contractor or deal ership nust be kept to a
m nimumto preclude conflicting resolution of warranty matters.
Therefore, a warranty coordinator shall be appointed by the
CG FMF as the point of contact within each FM-. The FMF warranty
coordinator will ensure that warranty coordinators are appointed
at commands possessing fourth echel on nai ntenance capabilities.

(a) Continental United States (CONUS) or outside
continental United States (OCONUS). Active U S. Marine Corps units
shall process warranty clains through appropriate support and
mai nt enance channel s-to the warranty coordi nator

(b) SMCR. Reserve units possessing organizationa
mai nt enance capability, which are geographically separated from
i ntermedi ate nmai ntenance activities are authorized to make
warranty determnation and to coordinate warranty actions with
the warranty administrator at MCLB Al bany. Reserve units not
possessi ng organi zati onal maintenance capability will obtain
warranty service through a supporting organi zati onal maintenance
activity.

(3) Ensure warranty clainms are filed for all failures
of warranted itens.

(4) Ensure warranty coordinators are the focal point
for coordinating all warranty acti ons between the using unit and
| ocal dealers or nmanufacturers, the warranty administrator, and
contracting officers.

(5) Execute warranty procedures as described in ALGCs.

(6) Maintain files and records as necessary to nanage
the warranty program for weapon systens and | ocal ly procured
equi prent .

(7) Ensure warranty coordinators provide information
to the using units on warranty coverage and exclusions, clarify
warranty claimissues, and provi de assistance to inplenent the
system warranti es.

Ch 1 (12 Apr 1988)
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6. Reserve Applicability. This Oder is applicable to the Marine
Cor ps Reserve.

J. J. VEENT
Deputy Chief of Staff
for Installations and Logistics

DI STRIBUTION: E

Copy to: 7000062, 106, 144, 148, 160/ 8145001
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DEPARTMENT OF THE NAVY
HEADQUARTERS UNITED STATES MARINE CORPS
WASHINGTON, DC 20380-0001

MCO 4015.2 Ch 1
LA- PSI - dt
12 Apr 1988

MARI NE CORPS ORDER 4105.2 Ch 1

From Conmandant of the Marine Corps

To: Di stribution List
Subj : Marine Corps Warranty Program
Encl : (1) New page inserts to MCO 4105. 2

1. Purpose. To transnit new page inserts to the basic O der.

2. Background. As a result of the changes to the Marine Corps
acqui sition organi zation and the activation of the Marine Corps
Research, Devel oprment, and Acquisition Command ( MCRDAC) specific
responsibilities in the managenent and execution of the Mrine
Corps Warranty Program nmust be reassi gned.

3. Action

a. Renpve present pages 5, 6, and 9 through 12 of the basic
Order and replace with correspondi ng pages contained in the
encl osure hereto.

b. Renobve present pages 3, 4, 7, and 8 of enclosure (2) and
repl ace with correspondi ng pages contained in the enclosure
her et o.

4. Change Notation. paragraphs denoted by an asterisk (*)
synbol contain changes not previously published.

5. Filing Instructions. This Change transmittal is filed
i Mmediately follow ng the signature page of the basic Oder.

J. J. VAENT
Deputy Chief of Staff
for Installations and Logistics

DI STRIBUTION: E
Copy to: 7000062, 106, 144, 148, 160/8145001

PCN 102 043051 01
15
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DEFI NI TI ONS

For the purpose of this Oder, the following terns are defined:

1. Acceptance. The act of an authorized representative of

the Government by which the Governnent assunmes ownership of
supplies tendered or approves specific services rendered as parti al
or conpl ete performance of the contract.

2. Comercial Warranty. A warranty offered by a contractor that
sells a substantial anount of the product being acquired by the
Government to the general public. The warranty price is
general ly inseparable fromthe price of the itemand there is no
tailoring of the warranty provisions at the tine of sale. An
exanpl e of a commercial warranty would be the 90-day parts and

| abor warranty provided in the purchase of a new television set.

3. Cost Benefit Analysis. A process used to conpare the tota
costs of a warranty with the benefits to be derived from

that warranty. This analysis shall be conducted to identify the
costs for the life cycle of the itemboth with and without a
warranty. (Note: the DoD Life Cycle Cost Mddel is capable of
perform ng that conparison. The difficult task is to identify al
t he associ ated costs and benefits and placing a dollar value on
them for conparison purposes.)

4. Defect. Any condition or characteristic in any supplies
or services furnished by a contractor, under a contract that is
not in conpliance with the requirements of the contract.

5. Design and Manufacturing Requirenents. Structura

and engi neering plans and manufacturing particulars, including
precise neasurenments, tolerances, materials, and finished product
tests for the weapon system being produced.

6. Essential Performance Characteristics. Operating

capabilities and reliability and mai ntenance characteristics of a
weapon system subsystent conponent that are determ ned by the
sponsor to be necessary for the systemto fulfill the mlitary
requi rement for which it was designed. Usually linited to three to
seven characteristics that are readily neasurable in an operationa
environnent, though the number nmay be nore if the conplexity of the
equi pnent warrants.

7. Failure-Free Warranty. A failure-free warranty requires a
period of failure-free usage. Commrercial and trade practices
warranties are exanples of this concept. (Note: under this con-
cept, each claimis subject to the contract renedy during the
warranty term Since failures may occur, the cost of the warranty
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will normally include the expense of repair or replacenment that
can be expected during the warranty-term This cost may be
included in the-itemprice and not identifiable as a separate
cost. This type of warrantV may be nore appr&priate when an
items reliability is unkftown or unspecified as in the case of a
nondevel opment item Administration costs usually increase
because the warranty clains are processed at a lower level in the
mai nt enance chain.)

8. lncentive Warranty. A type of warranty that provides incen-
tives for the contractor to exceed nini mum design, quality, or
performance | evels. For exanple, the contract may establish
increasingly higher reliability |evels above the m ni numrequire-
ment with nonetary rewards for the contractor should his system
nmeet these higher standards. (Note: depending upon the structure
of the warranty, this may or may not neet the requirements of

t he Defense Procurenment Reform Act.)

9. Master Acquisition Plan. The principal planning document

for each Marine Corps acquisition program It describes the
proposed system provides a historical summary, provides gui dance
for each detailed supporting plan and includes a |ist of program
obj ectives and milestones. Additional information concerning
format and contents of this plan may be found in MCO P5000. 10B

10. Mature Production. Followon production of a weapon system
after manufacture of the |l essor of the initial production quan-
tity or one-tenth of the projected total production quantity.

11. Performance Assurance Warranty. Term used to describe a
warranty in which the primary intent is to assure that m ni mum
design, quality, and perfornmance | evels are achieved. (Note: the
Government is not seeking anything nore than what the contract
specifies, and the warranty concept and terms and conditions do
not provide any incentives for the contractor to do otherwi se.
This is the type of warranty required by the new Def ense Procure-
nment Reform Act described earlier.)

12. Prinme Contractor. A party that enters into an agreenent
directly with the United States Governnent to furnish goods or
services

13. Transition Plan. A plan which depicts those significant
events and tinming of those events to assure the orderly transi-
tion of supply support fromthe contractor to the Mrine Corps
Suppl y System
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14. Varranty. A pronmise or affirnmation given by a contractor to
the Governnent regarding the nature; useful ness, or condition of
the supplies or performance of services furnished under the
contract.

15. Warranty Administrator. An individual within a weapon

syst enf equi pnent nanagenent (WS/ EM team who has total nmanagenent
responsibility for all warranty clains/actions regarding a specific
weapon systeni equi pnent.

16. Warranty Coordinator. An individual assigned responsibility
for coordinating warranty actions/functions required between the
user and the warranty adnministrator. (Note: a warranty
coordinator will be appointed by the CG FMs and serves as the
point of contact within the FMF on warranty issues. Warranty
coordi nators appointed below the FMF level will normally be |ocated
at the force service support group (FSSG, units possessing fourth
echel on nmi nt enance capability, or units whose geographic |ocation
mandat es an i ndependent warranty coordi nation capability.)

17. \Weapon System A system or mmjor subsystem used directly by
the Arned Forces to carry out conbat missions. (Note: the term
includes, but is not Iinmted to the following, if intended for use
in conmbat missions, tracked and wheel ed conbat vehicl es;

sel f-propelled, towed and fixed guns, how tzers, and nortars;

hel i copters; naval vessels; bonmber, fighter, reconnai ssance and
electronic warfare aircraft; strategic and tactical nissiles

i ncl udi ng | aunchi ng systens; guided nunitions; mlitary surveil-

| ance, command, control, and conmunication systens; nilitary cargo
vehicles and aircraft; mnes torpedoes; fire control systens;
propul sion systens; electronic warfare systens; and safety and
survival systens. This term does not include rel ated support

equi pment, such as ground handl i ng equi prent, training devices and
accessories; or amunition, unless an effective warranty for the
system woul d require inclusion of such itens. This term does not
include itens sold in substantial quantities to the general public
as described in the Federal Acquisition Regulation 15.804-3(c)).
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STANDARD WARRANTY PROCEDURES

1. Purpose. Certain procedures nmust be followed by the user of
equi pnment under warranty contracts to ensure the warranty claim
system agreed upon between the Marine Corps and the contractor
will function as intended. These generic procedures are intended
to describe the principal features of the warranty provisions of
t he equi pnent under warranty, to provide instruction defining the
process of securing warranty services and/or parts covered under
the warranty, and-to illustrate the proper method of processing
warranty clains for service and/or parts. Specific warranty pro-
cedures tailored to individual equipment will be included in the
appl i cabl e contract and pronul gated in the equipnent’s ALO

2. Guidance. Maximum cooperation between contractors, or their
representatives, and the warranty adm nistrator at MCLB Al bany

is desired and necessary. The warranty coordi nator should not
participate in warranty disputes. Wrranty di sputes should not
cause repair of equiprment to be held in abeyance pending resol u-
tion of disputes. Follow the Iocal standing operating procedures
(SOP) and the procedures detailed in this docunent when there is
sufficient evidence that a warranted part is defective and that
repl acenent parts and/or services or reinbursenment is due the
Marine Corps. All disputes will be transnmtted fromthe warranty
coordinator to the warranty adm nistrator at MCLB Al bany for

eval uation and review. Disputes requiring resolution will then
be forwarded to the contracting officer for appropriate action

3. General Equipnent Warranty

a. A weapon system contract requires three specific war-
ranties, one covering design and manufacturing requirenents, one
covering defects in materials and worknanshi p, and one covering
essential performance requirenments delineated in the contract.

b. A warranty does not cover conditions resulting from
m suse, failure to perform schedul ed mai ntenance, or inproper
preservation during equipnment storage. The warranty does not
cover the replacenent of consunabl e/ expendable items (such as
filters-and lubricating oils) used in connection with nornal
mai nt enance servi ces.

c. Upon receipt of the equipnment, or as appropriate, the
comrencenent dates of the warranty nust be recorded in the renarks
portion of the equipnent record jacket NAVMC 696D (Motor Vehicle
and Engi neer Equi pnent Record Folder) or as directed if the
equi pnment jacket is not used; i.e., if the Wapons Record Book
Part 1 is used in lieu of the record jacket.
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d. Prior to placing new equi pnent in storage and again
at the tinme of its withdrawal from storage, the contractor nust
be notified through the warranty administrator at MCLB Al bany.
For this action; use the eqqui pnent storage report formats which
are provided with each end itemwhen it |eaves the contractor’s
facility. An equi pnment storage report must be partially prepared
for each newWy delivered equi pment placed in governnent storage,
and conpl et ed when each equi pnent is renoved from storage and
placed in service. It nust be prepared properly and submtted
within the following time schedules so the Government can fully
realize the intended warranty benefits:

(1) In storage - 15 days
(2) In service - 5 days
e. In the event of a warranted failure, the warranty coordi -
nator may be required to deliver the equipnent to an authorized

deal ership or warranty service shop

4. Notification of Warranty Def ect

a. The using unit will imediately notify the warranty
coordi nator when a warranted itemhas failed. The warranty coor-
di nator at the designated conmmand/ area shall notify the warranty
adm ni strator immediately thereafter. Such notification may be
ei ther telephonic or in witing. Any telephone notification wll
be followed by an SF 368 (Product Quality Deficiency Report)
prepared per the current edition of MCO 4855.10. An information
copy of the witten notification, SF 368, will be provided to the
FMF warranty coordinator. \Wen repair is being acconplished by the
Marine Corps, it will be so stated on the SF 368.

b. Warranty coordinators will receive copies of all warranty-
rel ated SF 368 nessage @Rs. They will have the responsibility
for the planning, execution, and nonitoring of all warranty matters
within the designated conmand/area. They will possess an overal
perspective of the warranty related problens of the using units
wi thin the desi gnated comuand/ ar ea.

c. The warranty administrator shall notify the contracting
officer within 5 working days after notification of a defect.

d. The contracting officer shall provide disposition instruc-
tions to the warranty adm nistrator within 5 working days after
receiving the notification of defect.

e. Upon receipt of disposition instructions fromthe con-
tracting officer or contractor, the warranty adm nistrator wll
notify the appropriate conmand of required actions within 2 days.
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f. Under the warranty, the Marine Corps should normally have
the unilateral right to effect its own repair. |[If the Marine
Corps elects to effect warranty repair or replacenment itself, the
following will be done:

(1) The warranty coordinator will notify the warranty
adm nistrator within 10 working days after repair is conplete.
This notification will include the original SF 368 and the
pi nk/ photo copy of the equi pnent repair order (ERO/ERO shopping
list (EROSL) associated with that ERO

(2) The contracting officer or the contractor shall be
notified by the warranty admi nistrator within 30 days after
di scovery of the defects per paragraphs 4a and b, preceding.

(3) The contracting officer or contractor shall provide
di sposition instructions to the warranty administrator within
5 days after receiving initial Marine Corps notification of
defect. The warranty administrator shall take action as appro-
priate.

(4) When parts replacenment is required, the contractor
shall respond within 5 days of its intention to furnish identified
parts and shall provide same within 5 days after receipt of notice
by the contracting officer/warranty adm nistrator

5. Storage Procedures. Specific tasks to be perfornmed before
placing the itemin storage and while the itemis in storage
shall also be identified in the ALO

6. Safety Recall

a. |If a safety recall occurs during the equi pnent warranty
period, the contractor shall, per the contract, extend the term of
the warranty for each piece of equipnent on an itemby-item basis,
by a period equal to the tinme required to make necessary safety
defect corrections on each piece of equi pment. Extensions of
warranty coverage shall be annotated in the remarks section of the
equi pment record jacket or as directed if equipnment record jackets
are not used.

* b. Once it has been determned by the contractor that a problem
is safety related, it shall be the responsibility of the contractor
as defined by the terns of the contract, to furnish a defect
informati on report to the CMC (L), CG MCRDAC, and MCLB Al bany
(WS/EM) , for each defect in the equipnment produced under the appli-
cable contract. This report shall be submitted within 5 working
days after the defect on the equi pnment or conponents have been
identified.
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c. It shall be the responsibility of the contractor, as
defined by the terms of the contract, to naintain a record of
equi pments initially shipped to consignees identified on the DD
Form 250 (Material Inspection and Receiving Report).

d. The contractor, as defined by the terns of the contract,
shall renedy safety defects or failures, including the replacement
or correction of defective parts in the Government inventory, and
shal |l provide the Marine Corps with any reports required during
t he renmedy process.

e. Additionally, the contractor, as defined by the terms of
the contract, shall provide all the necessary instructions for the
Governnent to inplement the remedy process, including the infor-
mation required for the Marine Corps to determ ne the inpact of
the renmedy process on its publications. The information regarding
the remedy process will be in a format simlar to that of nodifica-
tion instructions (Ms) or technical instructions (Tls).

7. Warranty Dispute Claim

a. Definition. Failure of the Marine Corps and a contractor
to agree on who is responsible to repair/replace any item sub-
mtted per the warranty procedures shall be a dispute concerning a
guestion of fact within the neaning of the disputes clause of the
contract.

b. Dispute Settlenent. In situations where the contractor
declines to repair or replace itenms for which the Marine Corps
believes itself to have a valid warranty claim or when the con-
tractor furnishes parts and services to the Marine Corps and
later clainms that replaced parts were not damaged due to defect
in design, materials, and workmanship; a settlement will be
reached through the contracting officer as follows:

(1) Contractor declines repair.

(a) When a contractor, or an authorized deal er
declines to repair an itemunder warranty, the user should notify
t he warranty-coordi nator and proceed to repair the item Nornmal
supply and nai nt enance procedures should be used.

(b) The warranty coordi nator shall inmediately report
the situation by nmessage to the MCLB (Code 856) Al bany with an
information copy to the user, per MCO 4855.10, as follows:

1 ldentify equi pment and reference origina
SF- 368 reporting defect.
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2 Record "warranty dispute" and a conpl ete
description of the failure.

3 Enter nane, activity, and tel ephone nunber of
person submitting the warrianty dispute.

4 Enter nane, address, and tel ephone number of
the contractor representative or deal ership that refused the
servi ce.

5 Enter specific reason(s) given for refusal

6 Enter the specific facts/evidence that wll
refute the contractor’s reason(s) for refusal, including photo-
graphs and sketches, if possible.

(c¢) The warranty administrator shall forward warranty
di sputes subnitted by the warranty coordinator to the contracting
officer for resolution with the contractor

(2) Contractor requests reinbursenent.

(a) When the contractor nmakes an analysis, and clains
that part(s) failure was not due to defective worknmanship,
mat eri el, or design deficiency; the Government will be invoiced for
all costs and expenses incurred.

(b) If the contracting officer decides the
contractor’s claimis valid, the warranty administrator will be
notified.

8. Cash Reinbursenents From Contractors

a. Cash reinbursenents fromcontractors shall be considered
an overpaynent on a public voucher and shall be collected per
par agraph 043108 of the Navy Conptrollers Manual (NavConpt Mnual).

b. Any proceeds resulting froma reduction in the contract
price as represented by a cash refund will revert to the appropria-
tion concerned.

c. Wen collecting the reinbursenments the DD Form 1131 (Cash
Col I ection Voucher) will be prepared per paragraph 047223-2 of the
NavConpt Manual. To properly prepare the voucher the warranty
adm ni strator nust ensure that the appropriation data associ ated
with the warranted systemis included on the voucher. The APO
will provide that in formation to the warranty administrator in the
ALO. In addition to the copies of the voucher necessary to process
it through the disbursing channels the warranty adm ni strator shal
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ensure that a copy is forwarded to the APO for the systemto ensure
the reinbursement is credited tb the proper account. The warranty
adm ni strator shall retain a copy of the voucher as part of the

i nformati on base toe be provided in the Warranty Usage Report.

9. Gover nment  For ns

a. Record the conmencenent date of the warranty in the
appropriate equi pment record (refer to the ALO Tor appropriate
formto be used).

b. SF 368. Prepare a nessage in SF 368 format and forward
to the MCLB (Code 856) Al bany per MCO 4855.10, with an information
copy to the warranty coordi nator

c. NAVMC 10925 (EROSL). Use this formas a source docunent
to report repair parts used/provided by the warranty deal ership
using a "WP" advice code in order to establisfr demand/usage
history. Ensure this usage data is reported to Marine Corps
I nt egrat ed Mai nt enance Managenment System Supported Activities
Supply System (M MVS/ SASSY) per the current edition of UM 4790-5
and the follow ng:

(1) The purpose of the advice code "WP" is to adm nistra-
tively record usage data on warranty parts requisitioned "off-Iine"
from nonsyst em sour ces.

(2) When consunable repair parts for a warranty itemare
required, the using unit shall subnmit a MMVS "4" parts transac-
tion with a "WP" advice code. This transaction will generate
usage data via a "DHA" but will not pass a requisition to SASSY.
The actual requisitioning of the required parts will be
acconpl i shed per the instructions provided by the warranty
adm ni strator

(3) Upon receipt of the warranty part, the using unit
shall submt a MMVS "8" parts transaction with the authority
code of "2 to indicate receipt" for the itemon the Daily
Process Report and close the parts traller while capturing |ead
time data.

(4) For secondary reparables, the maintenance facility
effecting repair shall subnit the appropriate "4" and "8" part
transactions using the secondary reparabl e national stock nunber.

d. NAVMC 1018 (Inspection/Repair Tag). Use this formto tag
defective parts to be returned to the contractor, per TM 4700-15/1.
I nclude the SF 368 nunber on the tag.
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e. NAVMC 10245 (Equi pnent Repair Order (ERO)). Prepare
per TM 4700-15/1 and provi de the pink/photo copy with the returned
parts. Ensure usage data is reported in the MMV Al S per
UM 4790- 5.

f. Equipnent Storage Report. The contractor shall provide
the blank report formats as shown in Figure 1 to the Governnent
representative prior to equi pnment renpval fromplant. The forns
shall be conpleted as follows (for each equi prment shipped and
di stributed):

(1) Part | is conpleted by the Governnment representative
when the end item | eaves the contractor for thee storage facility.

(2) Part Il is conpleted by the unit representative when
the equi pnent is placed in storage. One copy of part Il will be
provi ded to/for:

(a) The contractor (Attn: Warranty Adm nistrator)
(b) The ACO PCO.
(c) The equi pnent.

(d) The unit files.

(e) CG MCLB Al bany, GA 31704-5000 (Attn: MWarranty
Admi ni strator, Code wS/EM .

(3) Part 111 is conpleted by the unit representative when
the equi pnent Is renpved from storage. One copy each to:

(a) The contractor (Attn: Warranty Administrator).
(b) The ACO PCO.
(c) The equipnent.

(d) CG MCLB Al bany, GA 31704-5000 (Attn: Warranty
Admi ni strator, Code WS/ EM .

* (e) The CG MCRDAC (PM Office).
(f) The unit files.
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. EQUI PMENT DATA

A.  CONTRACT NUMBER
B. EQUI PMENT SERI AL NUVBER
C. DD 250 ACCEPTANCE DATE
D. DD 250 SHI PMENT NUMBER
E. MANUFACTURER S SERI AL NUVBER
F. TYPE OF STORAGE PROGRAM MO CRSP DEPOT
MPS
1. DEPOT STORAGE ENTRY DATA
A.  LOCATI ON
B. NSN
C. STORAGE DATE
D. EQUI PMENT M LEAGE
E. DATE REPORT FORWARDED TO CONTRACTOR
F. DEPOT REPRESENTATI VE S| GNATURE
G TYPE OF STORAGE PROGRAM MO CRSP DEPOT
MPS
I11. DEPOT STORAGE REMOVAL DATA
A. REMOVAL DATA
B. EQUI PVENT M LEAGE
C. FINAL DESTI NATI ON
D. DATE REPORT FORWARDED TO CONTRACTOR
E. DEPOT REPRESENTATI VE S| GNATURE

Fi gure 1.--Equi pnent Storage Data.
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EXPECTED FAI LURE CONCEPT

1. The expected failure concept is based upon the prem se that
the Marine Corps acquires weapon systens to satisfy a stated
requirenent. Specifically, the Marine Corps will identify a

m nimum | evel of reliability for the system being acquired.

This reliability will usually be expressed in terns, such as

mean tine between failure or failure rate and operating hours

for the system During the design of the system the devel oping
contractor will allocate reliability requirements to subsystens,
conponents, and piece parts that nake up the system Because of
limtations (which include cost, technology, and materials) that
exist in the acquisition of a systemthe Marine Corps seldom if
ever, requires a systemto possess 100 percent reliability. The
Marine Corps recogni zes and plans for periodic equipnent failures;
however, the Marine Corps wants to ensure that these failures do
not exceed those nornmally expected when a certain |evel of
reliability is specified and the systemis being utilized in the
operating cycle designed for. As long as the system does not
exceed t he nunber of failures expected, the contractor has net the
specified reliability and should not be held liable if the system
fails. When the failures exceed the nunber expected, the
contractor has failed to nmeet the requirements of the contract and
the Marine Corps should seek corrective action for the deficiency.

2. To apply this concept to warranty requirements for the system
first, determ ne the desired duration of the warranty. Be sure to
include in that determination any time that systemw |l be in
storage after acceptance by the Governnent. Next, determ ne the
operating hours during the warranty period. Using that figure and
the reliability value specified in the contract, calculate the
expected nunber of failures for that systemduring the warranty
period. Miltiply that figure by the nunber of systens covered in
that production lot. The result is the expected nunber of failures
for the systemunder warranty. This figure is the threshold that
nmust be breached to invoke the warranty. As |long as the nunber of
failures is below the threshold, the contractor is not |iable; when
the threshold is breached each failure beconmes a warranty claim
Expected failure thresholds should be determined for all conponents
reparabl e at fourth echelon or higher to be covered by the
warranty. The warranty coordinator will report all failures of
warranted itens to the warranty administrator, who will track the
failures and deternine when the threshold is breached. Once
breached the warranty adninistrator invokes the warranty by
notifying the contracting officer using procedures detailed in
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enclosure (2). An exanple foll ows:
SU = SYSTEMS USAGE (HOURS, M LES, ETC.)
MIBF = MEAN Tl ME BETWEEN FAI LURE
# SYS = NUMBER OF SYSTEMS I N PRODUCTI ON LOT

# F = NUMBER FAI LURES

SU = 20000
MIBF = 1000 HRS

# SYS = 100

SU/ MIBF x # SYS = X
20000 / 1000 x 100 = X or 2000 is the expected nunber of failures

for the system \Wen the 2001st failure is recorded then the
warranty admini strator would start submtting warranty clai ns.
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